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EQUITY MARKET REIVEW
Pakistan Equities lost 1.8% during Sep-18 with the KSE100 Index closing at
40,999pts. The weak performance continued on back of macroeconomic
concerns arising from twin deficits and in response to the initial measures taken
by the government in the mini budget which included cut in PSDP. 

During Sep-18, OMCs caused an attrition of 189pts in the Index, following weak
sales data, where PSO and HASCOL fell 7.2% and 8.8% respectively. Cements
also remained under pressure dragging 174pts from the index, led by weak
performance from LUCK (�3.6%) and DGKC (�9.2%). News flow related to
allowance of tractor imports and PSDP cut led to 19% decline in MTL, which
accounted for 112pts decline in the benchmark index. On the flip side, E&Ps
posted modest gains during Sep-18 contributing 166pts to the index as weak
macros (PKR depreciation and interest rate increase) and higher international oil
prices (+7% MoM and +44% YoY) favor earnings of the stocks. However,
OGDC's (�0.3%) performance remained muted on the back of continued foreign
selling. Overall, Foreign investor selling came in at USD58mn during the month. 

Moving ahead, we expect market performance to remain topsy-turvy, as we
await clarity on the government’s policy. However, we highlight that weak
macros bode well for index heavyweights (Banks and E&Ps) while selective
value plays following attractive valuations would limit downside risks of equity
investors. Thus, we would maintain "bottom-up" strategy and focus on stocks
with strong earnings potential.

ECONOMIC REVIEW

Pakistan’s macroeconomic landscape continued weak trend depicted by
slowdown in LSM growth, rising inflation and decline in FX reserves. On the
positive front, policy makers initiated steps to address economic challenges with
incumbent Government resetting fiscal targets and central bank pursuing
monetary tightening.  

CPI inflation for Sep-18 clocked in at 5.1% YoY while MoM inflation decreased
by 10 bps. MoM inflation decline was a one-off driven by seasonal drop in food
prices (-0.8%) post Eid. Core CPI, a better indicator of underlying inflationary
pressures, clocked in at 8.0% YoY (highest since Nov-14). LSM growth slowed
during Jul-18 to 0.5% YoY mainly due to slowdown in production of
Pharmaceuticals (-10.8%) and Fertilizers (-6.8%). Current account deficit (CAD)
declined steeply to USD 600mn compared to USD 2.1bn in Jul-18, this is largely
due to lower imports (USD -1bn MoM). However, this improvement would likely
have emerged due to timing of import payments. Due to sustained CAD, foreign
exchange reserves dropped to USD 15.5bn while SBP reserves depleted to
USD9.0bn (less than 2 months of import cover). In view of these factors and
higher international oil prices (+7% MoM and +44% YoY), Central Bank
increased policy rate by 100bps in Sep-18 MPS. Government also presented
"mini-budget" in mid-September and revised fiscal deficit target to 5.1% of GDP.
 
Going forward, we expect macroeconomic challenges would persist (particularly
twin deficits) while policy makers would pursue austerity measures for
sustainable growth. 

MONEY MARKET REVIEW
During the month of September-18, SBP conducted two T-bill auctions with a
cumulative target of PKR 450bn against maturity of PKR 425bn. The total
accepted amount was PKR 26.7bn (excluding non-competitive bids) all of which
was for 3M tenor. The cut-off yields were unchanged at 7.7500% for 3M tenor
while not a single bid was accepted in 6M and 12M tenor. The participation was
lackluster in the auctions as market participants were expecting interest rate
hike in the September monetary policy. Similar trend was also witnessed in PIB
auction where cumulative participation of just PKR 8.6bn was received in 3Y, 5Y
and 10Y tenors against target and maturity of PKR 50bn and PKR 24bn
respectively. The government accepted PKR 4.3bn in 5Y tenor. The cutoff was
unchanged at 9.25%.
 
In the last week of the month, Government injected PKR 475bn at 7.56% p.a
through Open Market Operations. During the month, yields across all the tenors
increased by 9-58bps due to expectation of interest rate increase. 

Going forward, due to macroeconomic risks (particularly twin deficits vis-a-vis
high oil prices) and rising core inflation we expect interest rate to increase by
another 50bps in current calendar year.
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Inflation Trend

Headline CPI Core Inflation
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Points Contribution to KSE-100 Index in Sep-18
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Tel. 0800 42526

Head Office

Karachi

7th Floor, Emerald Tower, G-19,
Block 5, Main Clifton Road,
Clifton, Karachi.
UAN:111 HBL AMC (111-425-262)
Fax: 021-35168455

Regional Sales Office

Lahore

7-E/2, Main Boulevard, Gulberg III,
Main Boulevard Gulberg, Lahore.
Tel: 042-35773914-15
Fax: 042-36281686

Islamabad

HBL Corporate Center, HBL building,
Jinnah Avenue, Islamabad
Tel: 051-2821183
Fax: 051-2822206 

Investment Centers

Karachi

D-13, First Floor, Block H,
North Nazimabad,
KDA Scheme # 2,
Near Hydri Market, Karachi.

Lahore

Office No.56-A, DHA XX
phase 3, Khayaban-e- Iqbal,
Lahore.

HBL AML Sales Desk

Faisalabad

1st Floor, HBL Regional Headquarters, 
Circular Road, Faisalabad
Tel: 03447770875

Multan

HBL Cantt. Branch
Opposite Imperial Fabric,
Multan Cantt.
Tel: 0323-6482188

Sukkur

HBL Islamic Banking Branch
Barrage Road, Sukkur.
Tel: 03337155018

Peshawar

HBL Hayatabad Branch
Tel: 0332 1333343
 
Rawalpindi

HBL SDV Branch
Tel: 0300 5394421
 
Mirpur

HBL Bank Square-Nanji Branch
Tel: 0346 5411111


